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The address of Mr. Bernard M. Baruch | 
—.lyricultural Finance—A_ Solution of the} 
‘ural Credit Problem (delivered recently 
before the American Farm Bureau Federa- | 
tion) —will be mailed to F. P. A. members 
in a few days. This is a notable contribu- 
tion to the discussion of the American 
farmer’s stake in European rehabilitation. 
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DEBTS, REPARATIONS AND POLITICS 





‘T° HE Administration is formulating a 

European policy. President Harding 
in his letter of December 28 hints at it 
and timidly suggests Congressional co- 
operation. Secretary Hughes the next 
day in his New Haven address outlines its 
chief provision. It refers to reparations. 
This is an offer to co-operate in the crea- 
tion of a non-political commission of 
“men of the highest authority in finance”’ 
to work out an “agreement upon the 
amount to be paid and upon a definite 
plan... . for payments.” The findings 
of such a Board would be recommenda- 
tions merely, each government concern- 
ed reserving the right to reject them. 


Borah’s Victory. 


These public announcements are the 
direct results of the Borah resolution and 
the surprisingly general support it 
uroused. ‘they are the measure of 
Sorah’s victory. His move for an in- 
ternational economic conference vocal- 
ized and strengthened the mounting tide 
of public opinion here which is demand- 
ing from our government effective co- 
operation to restore Europe. 


Hughes Warns France. 


TT HE Hughes proposal to take repara- 
tions ‘‘out of politics’ was probably 
presented unofficially to the Allies weeks 
ago. It was and is acceptable to Britain 
and Germany, and probably also to Italy 
and Belgium. It was not and probably is 
not acceptable to France. Why then did 
the Secretary of State last week again, 
and this time publicly, urge his scheme 
of a fact finding commission “‘to point the 
way to a solution’? Surely, not merely 
to prevent the passage of the Borah res- 
olution. The Harding letter had already 





accomplished that. Rather because of 
the likelihood of the failure of the Al- 
lied premiers’ reparations conference 
which began in Paris, January 2, and the 
resulting imminent danger of French in- 
vasion of the Ruhr. Against this action 
Hughes warns France when he said: “No 
one can foretell the extent of the serious 
consequences which might ensue from 
such a course.” 


An Economic Solution Desirable 


No one outside of France will now 
deny the desirability of a final economic 
solution of the problem of reparations. 
Ever since the peace Keynes, Cravath, 
Dulles, and many other economists and 
financiers, and organizations here and 
abroad like the F. P. A., have been urg- 
ing precisely this sort of settlement. But 
it has not been made. Why? For pre- 
cisely those reasons which students of 
the question have understood and re- 
peatedly pointed out, but which Hughes 
refuses to recognize: 

1. Reparations is and must be a politi- 
ca] as well as an economic question. 

2. Reparations is not “distinct from’’ 
and cannot be settled ‘‘distinct from” in- 
ter-allied debts. 


A Political Question Too. 


HERE is no one to contradict Secre- 

tary Hughes when he says: “The 
question does call for a settlement upon 
its merits.” But an overwhelming 
French protest greets him when he adds: 
“The merits of the question, as an eco- 
nomic one, must alone be regarded.” 
France is as much or more concerned in 
securing adequate protection against 
Germany as she is in reparations. Rather 
than a reorganized strengthened Ger- 
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many, capable of paying substantia] in- 
demnity, France, insecure against aggres- 
sion, would prefer a weakened, even a 
disorganized Germany, incapable of any 
payments. This is only one political 
phase of the reparations problem which 
cannot be solved by the Hughes’ pro- 
posal. 


Inextricably Related to Allied Debts. 

Secretary Hughes said: “The capacity 
of Germany to pay is not at all affected 
by the indebtedness of any of the Allies 
to us.” Granted! But is not the capacity 
of all the Allies and especially of France 
to pay us vitally affected by what they 
are to receive from Germany? Put this 
way, the Hughes’ proposition of the sep- 
arateness of these accounts becomes an 
absurdity, or at best a legalistic distinc- 
tion without meaning. fhe Secretary 
gave away the secret of his strange rea- 
soning when he added that Congress has 
placed “definite restrictious upon the 
Administration’s” power to deal with al- 
lied debts. Moreover there is no evident 
inclination to remove these limitations. 
But is this not a political consideration? 
The Administration is so impressed by 
this political fact that neither the Presi- 
dent nor Mr. Hughes venture directly to 
ask Congress to free their hands. Is ii 
reasonable therefore to expect Poincaré 
to cease altogether to weigh political 
forces, which, were they ignored, would 
overthrow him at once? 


A First Step. 

The Hughes scheme will probably not 
succeed. It asks too much and offers too 
little. Eighteen months ago it would have 
been hailed as a courageous and perhaps 
decisive act of statesmanship, now it has 
everywhere been discounted. It is almost 
platitudinous to urge the prompt and rea- 
sonable settlement of reparations. His 
proposal is significant as: 1. Marking the 
trend of the Administration; 2. Contribvut- 
ing towards the education of public opinion 
here and in France. 

But unfortunately this education will 
have to go much farther both here and 
abroad before either we or France are pre- 
pared to make those sacrifices essential to 
a peaceful and prosperous Europe. 

James G. McDonatn. 


The U. S. Chamber of Commerce and 
Reparations 


O* Christmas Day the President of 
the Deutscher Industrie-und Handels- 
tag cabled an appeal to the U. S. Chamber 
of Commerce for the appointment of a 
commission of American business men to 
study the German financial situation and 
express a “business judgment on her ¢a- 
pacity to pay” reparations. Emphasizing 
the disastrous effect on Germany and the 
world of the non-settlement of this prob- 
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lem, declaring that the “difference of the 
views as to what and how Germany can 
pay in restitution would seem to be sus- 
ceptible of a solution by independent and 
impartial business judgment’, and insist- 
ing that Germany is anxious for such a 
settlement, the German industrial union 
pledged on behalf of private industries and 
the German government the fullest co- 
operation with the proposed American 
commission. 

Julius H. Barnes, replying for the Cham- 
ber of Commerce, expressed the most 
cordial sympathy with the German pro- 
posal, but said that in view of the meeting 
of the Allied premiers this week he pre- 
ferred to postpone a decision until it be- 
comes evident whether a reparations set- 
tlement can be secured at Paris through 
the ordinary diplomatic channels. Dis- 
cussions in the Senate about the Borah 
resolutions and the Administration’s pro- 
jects for an international] financial commis- 
sion doubtless tended also to influence Mr. 
Barnes’ decision. It is to be hoped, how- 
ever, that if the other non-political means 
of ascertaining Germany’s capacity to pay 
fail, the Chamber of Commerce will accept 
the German suggestion. 








German Guarantee of Non-Aggression 


HE text is not yet available of Chan- 

cellor Cuno’s proposal, submitted to 
France through the United States govern- 
ment, that France and Germany should 
enter a reciprocal contract not to take 
arms against each other for a generation 
without a previous plebiscite. But in view 
of the press summaries of the German offer 
and of the French reasons for refusal, 
there can be little doubt but that the Ger- 
man republic has placed itself in an ex- 
cellent light before the world. If Europe 
needs one thing more than anything else, 
it is a feeling of political security. France 
can ill afford lightly to disregard any sug- 
gestion which offers hope of freedom 
from the fear of aggression from across 
the Rhine. 


Harding and Europe 


gece eg HARDING'S letter of De- 
cember 28 to Senator Lodge, asking 
for a rejection of the Borah resolution, il- 
lustrates the basic weakness of the Ad- 
ministration in foreign affairs. Instead of 
frankly asking Congress for authority to 
appoint a representative on the Repara- 
tions Commission and, more important, 
for authority to negotiate effectively with 
the Allied governments in reference to 
debts, the President limited himself to in- 
effective complaints that on neither of 
these points had Congress granted the Ad- 
ministration adequate authority. 





Checks should be made payable to Rorert H. 
GARDINER, Treas., 3 West 29th St., New York City. 
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